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E.O. 11652: NA 

SUBJECT: U.S. -PHILIPPINE INCOME TAX TREATY 

TAGS: EFIN 

1 . SENATE FOREIGN RELATIONS COMMITTEE CONSIDERED THE 
PROPOSED U.S. -PHILIPPINE INCOME TAX TREATY AT HEARINGS 
JULY 19-20. MUCH OF THE HEARINGS WERE DEVOTED TO ISSUES 
IN THE PROPOSED U.S.-U.K. INCOME TAX TREATY. THE ONE 
CONTROVERSIAL ISSUE IN THE U.S. -PHILIPPINE TREATY WAS THE 
TAX TREATMENT OF AIRLINES. THE AIR TRANSPORT ASSOCIATION 
AS EXPECTED ASKED THAT THE TREATY BE REJECTED. THE 
TREASURY DEFENDED THE TREATY AND URGED THAT IT NOT BE 
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REJECTED BECAUSE A CONCESSION HAD TO BE MADE ON THIS 
POINT. EXPLAINING THE HISTORY OF THE NEGOTIATIONS ON THIS 
ISSUE. THE COMMITTEE IS HOLDING THE RECORD OPEN FOR TWO 
WEEKS AND WILL NOT DECIDE UNTIL AFTER THE AUGUST RECESS 
WHICH LASTS UNTIL AFTER LABOR DAY. HOWEVER, ONE OPTIMISTIC 
NOTE IS THAT SENATOR JAVITS SUGGESTED THE POSSIBILITY OF 
A LETTER FROM THE PRESIDENT STATING THAT THE EXCLUSION 
OF AIRLINES FROM THIS TREATY IS NOT A PRECEDENT FOR 
FUTURE NEGOTIATIONS AND REITERATING THAT OUR POLICY 
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CONTINUES TO BE RECIPROCAL EXEMPTION OF AIRLINES. VANCE 
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